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KEY ECONOMIC INDICATORS - TRINIDAD AND TOBAGO 


Values in millions of US$ Current Exchange Rate: 
unless otherwise indicated US$1.00 = TT$2.40 1/ 


ITEM 1974 19752/ Percent Change 
73-74 74-75 
INCOME, PRODUCTION, EMPLOYMENT 


Estimated GDP, current prices 1500° 30% 
Est. current-price GDP per capita ($) 1380° 31.4% 
Est. GDP at constant (1968) prices 800° -5.9% 
Indices (1971=100): 3/° 

Domestic production L135. 5.6% 

Industrial sales 195:5 36.0% 

Industrial employment 112.4 0.9% 
Crude oil production (000 bbl/day) 186.7 12,3% 
Estimated employment (000) 336.0 4.0% 
Official unemployment rate 15% n.a. 


MONEY AND prices4/ 
M,--currency and demand deposits 223.4 26.3% 
M5--M, plus time and savings deposits 693.9 26.2% 
Net domestic credit -71.5 -55.5% 
Public debt outstanding 289.1 -44% 
Of which: External 99.4 -10.3% 
Interest rates: Central Bank rate 6.0% n.a. 
Av. commercial bank prime rate 8.25% n.a. 
Av. commercial bank deposit rate 4.0% n.a. 
Retail price index (1960=100); ann.av. 248.6 22.0% 


BALANCE OF PAYMENTS AND TRADE 


Net foreign exchange reserves 4/ 34.4 394.0 796.3 1045% 102% 
Balance of payments, current account -26.6 271.3 200© n.a. n.a. 
Balance of Trade -92.8 189.4 292.4 n.a. 54.4% 
Balance of Trade, excluding u.p.a.2/ -46.1 331.1 268.8 nua. -18.8% 
Total exports, FOB 703.5 2,032.1 1,787.3 188% -12.1% 
Exports, FOB, excluding u.p.a. 363.2 662.2 1,013.2 137% 17.5% 
Exports to USA, excluding u.p.a. 180.5 642.1 656.6 255% 2.3% 
Total imports, CIF 796.3 1,842.7 1,494.9 131% -18.8% 
Imports, CIF excluding u.p.a. 399.2 531.1 744.4 33.0% 40.2% 
Imports from USA, excluding u.p.a. a2ace2 200.1 325.8 62.2% 62.5% 


Sources: Central Statistical Office; Central Bank; e denotes unofficial estimates. 


i/ This is a fixed exchange rate which took effect on May 28, 1976. Prior to that 
date, the TT dollar floated with sterling at TT$4.80 = 51.00. This means that 
the exchange rate vis-a-vis the US dollar has varied between TT$1.83 and TT$2.73 
during the July 1972-May 1976 period. All figures in this table were converted 
at the following average annual exchange rates: 1973 - TT$1.95 = USS$1.00; 

1974 - TT$2.05 = US$1.00; 1975 - TT$2.17 = US$1.00. 

2/ All figures for 1975 are preliminary and subject to revision. 

3/ All figures are for the fourth quarter of each year. 

4/ All figures are for the end of December. 

5/ u.p.a. denotes transactions in crude oil imported for refining and re-exported 
as refined products tinder special processing agreements. 





SUMMARY 


Thanks to oil revenue, the economy of Trinidad and Tobago is strong, 
even though output in many sectors was disappointing in 1975. 
Economic performance in 1976 should be much better, and at mid-year 
refinery throughput was back up, sugar production was near tradi- 
tional levels, and output had increased in most other manufacturing 
and agricultural sectors. Production of crude oil has steadily 
increased since 1972, and now has reached about 225,000 barrels 

per day. 


On May 28, 1976, the Trinidad and Tobago dollar's traditional 

link with sterling was severed, and the currency is now tied 

to the US dollar at a rate of TT$2.40 = US$1.00, an effective 
devaluation of 20 percent from the historical exchange rate. The 
new link with the US dollar will provide a welcome element of 
stability for businessmen trading with the United States and other 
non-sterling areas. Although firm data are lacking, the inflation 
rate declined somewhat in 1975 and should drop further in 1976, 
partly due to the government's success in keeping Trinidad's 
domestic economy insulated from the expansionary effect of the 
tremendous surge in oil revenue which began in 1974. 


Trinidad's imports nearly doubled from 1973 to 1975, and the US 
share of this market grew even faster and now stands at 44 per- 
cent. The government plans to devote most of its oil revenue to 
an ambitious energy-related industrialization program involving 
an iron and steel plant, additional fertilizer factories, petro- 
chemical ventures and related infrastructure development. These 
projects offer unusually good opportunities for the sale of US 
goods and services, such as entire industrial plants, engineering 
design and consulting services, construction management, process 
technology, etc. As Trinidad's income rises, so will public 
expectations with regard to provision of social services such as 
better education, health care, public transportation and other 
factors contributing toward a better quality of life. These con- 
cerns should give rise to significant US export opportunities in 
product lines not connected with‘the industrial development pro- 
gram. Finally, Trinidad's growing economy will continue to 
provide a growing market for traditional US exports to this 
country, such as bulk agricultural products, construction equip- 
ment, oilfield machinery and industrial raw materials. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Non-oil sectors stagnate in 1975; outlook brighter for 1976 


The lack of published Gross National Product (GNP) or Gross Domestic Product 
(GDP) estimates in Trinidad and Tobago makes it nearly impossible to assess 
accurately the economy's real or apparent growth. Figures for those 
sectors of the economy which are available, however, suggest that output 

in most sectors in 1975 was only slightly above the abnormally low levels 
of 1974. Prolonged labor disputes in two important industries--sugar and 
petroleum refining-- caused dramatic drops in sugar production and refinery 
throughput. Sugar production of 160,000 long tons was the lowest since 
1956, and the average daily refinery throughput of 234,686 barrels was 

the lowest in 15 years. Overall revenue implications of the labor troubles 
were not significant, however, due to high world sugar prices (export 
receipts were the highest ever) and to the fact that the recently imposed 
refinery throughput tax is a very minor source of revenue. 


Other industries for which data are available--construction materials, auto 
and appliance assembly plants, etc.--generally registered modest increases 
in output in 1975, and should equal or surpass in 1976 the previous record 
years of 1972-73. In the agricultural sector, weather conditions were 
favorable in 1975 and coffee, cocoa and copra enjoyed very good harvests, 
but the citrus crop was disappointingly small. Tobacco production was 

also reduced. Production of root crops, fruits and vegetables continues 

to exhibit slow growth. The livestock sector did not respond as expected 
in 1975, and pork, beef and mutton production was substantially below the 
previous year's figure. ; 


Unseasonable rains hampered the sugar cane harvest in 1976, but sugar pro- 
duction will nevertheless be much higher than in 1975, since there were 
virtually no labor problems. The 1976 crop is expected to yield about 
205,000 long tons of sugar, but current price levels signify a sharp drop 
in receipts. The citrus and tobacco harvests should show strong increases 
in 1976, but coffee and cocoa will experience an off year. Root crops, 
fruits and vegetable production will continue apace, while the livestock 
sector is expected to show a modest recovery. 


Crude oil production up; new oil and gas discoveries 


Although petroleum production in Trinidad dates back to the late 1800's, 
the two large refineries located in this country are "offshore refineries" 
in the sense that they are designed to process very large quantities of 
crude oil, most of which is imported from Saudi Arabia, Indonesia and 

Iran. The refined products are sold on the world market, with the United 
States a major customer. As noted earlier, refinery throughput dropped 
drastically in 1975, but ty mid-1976 had rebounded to about 335,000 barrels 
per day, well under maximum capacity of 460,000 BPD, though doubtless 
reflecting current world demand for refined products. 





Production from Trinidad's own crude oil fields declined in the late 1960's, 
but this trend was reversed by the discovery of significant new offshore 
fields, production from which commenced in 1972. By 1974, output from 
these fields enabled Trinidad's hydrocarbon production to surpass earlier 
levels, and production grew a further 15 percent in 1975 to an average of 
215,000 BPD. Crude oil production--now about 225,000 BPD--is expected to 
continue to increase during the next few years. Most of this oil is not 
refined locally but is exported to the United States. 


Offshore oil exploration is continuing all around this island nation, and 
successful oil wells were completed in several new fields during 1975. 
Significant reserves of natural gas have also been discovered in offshore 
areas, and the search for new gas fields is continuing. The exploitation 
of these fields is expected to fuel an ambitious energy-related 
industrialization program during the 1977-85 period. 


Oil revenues finance a billion-dollar budget 


Soon after the late-1973 increases.in oil prices, the Trinidad Government 
passed new petroleum taxation legislation, retroactive to January 1, 1974. 
These laws imposed for the first time a system of tax reference prices for 
calculating revenue (for tax purposes) from crude oil sales, increased the 
“corporate tax rate for petroleum companies (which today stands at 55 per- 
cent, including a 5 percent “unemployment levy"), and imposed a refinery 
throughput tax. The effect of these changes was to skim off much of the 
additional revenue accruing to oil companies operating in Trinidad as a 
result of the OPEC-inspired price increases. (Trinidad is not a member 

of OPEC, but follows similar pricing policies, without having to reduce 
production or otherwise adhere to OPEC constraints.) Thanks to revenue 
from high oil prices and the new tax laws, the Trinidad government's 1976 
budget is nearly one billion dollars, a five-fold increase from that of 
1973. 


Although much of Trinidad's new-found revenue has been utilized for current 
expenditure such as civil service wage increases, a modest public works pro- 
gram, and subsidies to hold down prices of basic consumer items, a signifi- 
cant. portion ($350 million in 1976) of the oil revenue is deposited in 
special funds to finance industrial diversification, infrastructure require- 
ments, and training programs. (The funds themselves are bookkeeping devices, 
and the monies are invested abroad in short-term, highly liquid money market 
instruments.) A portion of the new revenue has been used to retire govern- 
ment indebtedness, both internal and external, and most foreign loans 
incurred during 1973-74 at high interest rates have been paid off. In early 
1976, the major portion of the indebtedness of the government-owned airline 
was retired, which will further reduce the external debt figures cited on 
page 2. Trinidad has also used its oil revenue to provide balance of pay- 
ments and other support to nations and territories in the Commonwealth 
Caribbean. About $100 million was used for this purpose in 1974-75 

(largely balance of payments support to Jamaica and Guyana), and agree- 

ment was announced in mid-1976 to provide a further $77 million to Jamaica 
during the remainder of the year. 





TT dollar devalued and tied to the US dollar 


Until May 1976, the Trinidad and Tobago dollar (TT$) remained tied to the 
British pound, and had been gradually devalued vis-a-vis other currencies 
as sterling floated and then declined sharply since mid-1975. Like other 
nations in the Caribbean basin, Trinidad's foreign trade is largely with 
the United States, and its external sector has gradually become less depen- 
dent upon a fixed relationship with sterling. In recognition of this shift, 
and after the devaluations of the US dollar in the early 1970's, the other 
major Commonwealth Caribbean countries realigned their own currencies to 
the US dollar, and Trinidad followed suit on May 28, 1976. By choosing a 
rate of TT$2.40 = US$1.00, Trinidad retained much of the de facto 
devaluation brought about by the decline of sterling, since the new rate 

is 20 percent less than the “traditional” relationship of TT$2.00 = US$1.00. 
(At the time of the announcement, however, the US dollar was worth about 
TT$2.70, so the change technically amounts to a "revaluation," if viewed 
without any historical perspective.) 


The new exchange rate and the tie to the US dollar bring a welcome element 
of stability to the business sector, and the minor "revaluation" effect 

may help mitigate price inflation. The annual rate of increase of the 
retail price index declined from 22 percent in 1974 to 17 percent in 1975, 
and might drop to as low as 10 percent in 1976. Although this is still much 
higher than price inflation rates of 2 - 4 percent experienced during the 
late 1960's, it is a favorable development which should help reduce demands 
for inflationary wage settlements. (A number of major labor agreements were 
reached in 1975 calling for wage increases in the range of 50-65 percent 
spread over the mandatory three-year contract, with most of the increase 
payable in the first year.) 


Money supply, bank liquidity, foreign reserves all increase sharply 


The narrowly-defined money supply (M,) grew by 42 percent in 1975, but when 
the definition is widened to include time and savings deposits (M5), 

monetary expansion was about 25 percent. The growth rate for M, is dramatic 
when compared with 26 percent in 1974 (which was about the average rate of 
expansion during 1970-75) and 1 percent in 1973, but Mo's growth is no higher . 
than the average for the past six years. The monetary expansion which did 
occur is largely the result of that portion of Trinidad's foreign earnings 
(oil, sugar, etc.) which is actually converted into TT dollars and used for 
payments by the local private or public sectors. The Trinidad government 

has avoided mometizing (in domestic terms) the great bulk of its oil receipts, 
which have been entered as a foreign asset of the Central Bank and as a liability 
gf the Central Bank to the government. By mid-1974, the government had 

ceased being a net debtor to the banking system, and its local deposits off- 
set all domestic credit extended to the private sector by $70 million at the 
end of 1975. (See the negative entry for "net domestic credit" in the table 
on page 2.) Trinidad's oil earnings are reflected in the ten-fold increase 

in foreign reserves during 1974, and the further increase in 1975, toa 
year-end figure of nearly $800 million. 





Trinidad's economy has a low absorptive capacity and has been unable fully 
to utilize surplus funds which have accrued in TT dollars. The commercial 
banking system is highly liquid, despite a sharp drop in interest rates paid 
on deposits, and in mid-1976 there was an unused amount of nearly $200 
million in loanable funds. The system's average asset-to-deposit ratio 
fluctuated between 30 and 40 percent in 1975, contrasted with 15-20 percent 
in 1973. A high proportion (42 percent) of commercial bank lending is 
devoted to consumer finance, while more productive sectors of the economy 
receive far smaller shares (manufacturing - 17 percent; agriculture - 2 per- 
cent) of available funds. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. market share now 44 percent 


U.S. exports to Trinidad and Tobago increased by over 60 percent per annum 
in both 1974 and 1975, years in which Trinidad's total (non-oil) imports 
grew by 33 and 40 percent, respectively. This means that the US share of 
Trinidad's import market has soared to 44 percent from the 33 percent share 
averaged in recent years. The importance of disaggregating trade in crude 
petroleum imported solely for refining and re-export from total trade figures 
is shown in the table on page 2. Due to the 1975 strike in the petroleum 
refining industry, Trinidad's total imports that year dropped in value by 
$350 million, despite the fact that "true" (i.e., non-oil) imports increased 
by about $210 million. Total exports registered a similar decline of some 
$250 million, yet Trinidad's own exports grew about $150 million, reflecting 
increased indigenous oil production. Higher oil prices thus have reversed 
Trinidad's historically unfavorable balance of trade, and have also spurred 
a tremendous demand for imported goods. 


Opportunities in industrial development 


Trinidad is embarking upon a massive $3 - $5 billion industrialization pro- 
gram, aimed at employing its oil revenue and natural resources to create 
employment, to reduce the country's dependence upon the petroleum sector 
through diversification, and to convert raw materials into export products 
with a high value-added content. A second ammonia fertilizer plant (a joint 
venture with W. R. Grace) is nearly completed, and plans are drawn up for a 
direct reduction process steel plant and rolling mill. Other top-priority 
projects include a new cement plant, a polyester fiber factory, another 
fertilizer plant and a furfural factory. Implementation of these plans 
will mean vast additional expenditure on electric power generation, port 
and harbor construction, and water resources development. 


Foreign investment welcome -- on Trinidadian terms 


The Trinidad Government is actively seeking foreign participation in its 
industrial development program. Private (and public) foreign companies 
are welcome as equity partners, engineering and design consultants, process 





and equipment suppliers, or as marketing partners. The government insists, 
however, on “meaningful local participation" in all major riew investments, 
which in practice means that at least 51 percent of equity ownership must be 
in local hands. As a result, most of the planned major industrial projects 
are being drawn up to include the government as a joint-venture partner. 

In all of these enterprises, the government emphasizes maximum use of 
indigenous labor, and strictly enforces work permit regulations designed to 
minimize hiring of expatriates. 


At the same time that foreign partners are being sought on a joint-venture 
basis, the government is also seeking to reduce the influence of wholly 
foreign-owned firms operating in Trinidad. Companies in some sectors (such 
as banking and insurance) are urged to incorporate locally and sell a 
majority of their shares to local residents. Other companies have been pur- 
chased outright, such as Shell's marketing, producing and refining properties 
in 1974, and a small, British-owned sugar company in 1976. In view of the 
government's acquisition policy, it is worth noting that there have been 

no instances of expropriation or disputed nationalization of foreign-owned 
businesses in Trinidad and Tobago. 


Excellent opportunities for U.S. exports 


The preferential tariff system, once accorded to suppliers in Commonwealth 
nations, was abolished on January 1, 1976, opening up an entire range of 
manufactured products and consumer items to fair competition from U.S. 
suppliers. The only remaining restrictive trade barriers are those imposed 
by the Caribbean Community (CARICOM), which is a small regional integration 
movement composed of the English-speaking nations and territories in the 
Caribbean basin. The Caribbean Common Market is typical of many regional 
economic integration efforts, and offers businessmen who establish plants 
access to a market of 5 million people, as well as the usual type of producer 
incentives such as tariff protection, tax holidays, and largely duty-free 
trade among its members. In Trinidad's case, protection is extended to 
local processing, packaging, light manufacturing and assembly industries by 
means of a “negative list" of goods for which a prior license is required. 


Now that the value of the TTS has been pegged to the US$, local importers 

can be confident about pricing when they place orders with American suppliers. 
Entire plants will be purchased for Trinidad's proposed industrial projects, 
affording excellent opportunities for US engineering and consulting firms, 
exporters of process technology, capital equipment and related infrastructure 
items. Trinidad and Tobago should also continue to be a good market for US 
agricultural exports ($52 million in 1975), primarily in the form of raw or 
bulk commodities for further processing or packaging. As oil revenue flows 
in, Trinidad and Tobago can be expected to devote more attention (and an 
increasing share of foreign exchange receipts) to improving the quality of 
life for all its citizens. These programs will afford good opportunities 

for exports of lines Such as advanced health care delivery systems, class- 
room and laboratory furniture and equipment, industrial safety and 

pollution control equipment, water treatment and sewage processing plants, 
and similar items. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales-Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 











